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cycle. If, on the basis of this submis-
sion or any other information, HUD de-
termines that the PHA is not substan-
tially in compliance with all of the an-
nual income reexamination require-
ments, HUD shall withhold payments 
to which the PHA may be entitled 
under this part. Payment may be with-
held in an amount equal to HUD’s esti-
mate of the loss of rental income to the 
PHA resulting from its failure to com-
ply with the requirements. 

Subpart F—Transition Policy and 
Transition Funding 

§ 990.220 Purpose. 

This policy is aimed at assisting all 
PHAs in transitioning to the new fund-
ing levels as determined by the for-
mula set forth in this rule. PHAs will 
be subject to a transition funding pol-
icy that will either increase or reduce 
their total operating subsidy for a 
given year. 

§ 990.225 Transition determination. 

The determination of the amount and 
period of the transition funding shall 
be based on the difference in subsidy 
levels between the formula set forth in 
this part and the formula in effect 
prior to implementation of the formula 
set forth in this part. The difference in 
subsidy levels will be calculated using 
FY 2004 data. When actual data are not 
available for one of the formula compo-
nents needed to calculate the formula 
of this part for FY 2004, HUD will use 
alternate data as a substitute (e.g., 
unit months available for eligible unit 
months, etc.) If the difference between 
these formulas indicates that a PHA 
shall have its operating subsidy re-
duced as a result of this formula, the 
PHA will be subject to a transition pol-
icy as indicated in § 990.230. If the dif-
ference between these formulas indi-
cates that a PHA will have its oper-
ating subsidy increased as a result of 
this formula, the PHA will be subject 
to the transition policy as indicated in 
§ 990.235. 

[70 FR 54997, Sept. 19, 2005; 70 FR 61367, Oct. 
24, 2005] 

§ 990.230 PHAs that will experience a 
subsidy reduction. 

(a) For PHAs that will experience a 
reduction in their operating subsidy, as 
determined in § 990.225, such reductions 
will have a limit of: 

(1) 5 percent of the difference be-
tween the two funding levels in the 
first year of implementation of the for-
mula contained in this part; 

(2) 24 percent of the difference be-
tween the two funding levels in the sec-
ond year of implementation of the for-
mula contained in this part; 

(3) 43 percent of the difference be-
tween the two levels in the third year 
of implementation of the formula con-
tained in this part; 

(4) 62 percent of the difference be-
tween the two levels in the fourth year 
of implementation of the formula con-
tained in this part; and 

(5) 81 percent of the difference be-
tween the two levels in the fifth year of 
implementation of the formula con-
tained in this part. 

(b) The full amount of the reduction 
in the operating subsidy level shall be 
realized in the sixth year of implemen-
tation of the formula contained in this 
part. 

(c) For example, a PHA has a subsidy 
reduction from $1 million, under the 
formula in effect prior to implementa-
tion of the formula contained in this 
part, to $900,000, under the formula con-
tained in this part using FY 2004 data. 
The difference would be calculated at 
$100,000 ($1 million ¥ $900,000 = 
$100,000). In the first year, the subsidy 
reduction would be limited to $5,000 (5 
percent of the difference). Thus, the 
PHA would receive an operating sub-
sidy amount pursuant to this rule plus 
a transition-funding amount of $95,000 
(the $100,000 difference between the two 
subsidy amounts minus the $5,000 re-
duction limit). 

(d) If a PHA can demonstrate a suc-
cessful conversion to the asset manage-
ment requirements of subpart H of this 
part, as determined under paragraph (f) 
of this section, HUD will discontinue 
the reduction at the PHA’s next sub-
sidy calculation following such dem-
onstration, as reflected in the schedule 
in paragraph (e) of this section, not-
withstanding § 990.290(c). 
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